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On Sept. 1, at the opening of the current National Assembly's fifth session, President Manuel Solis
Palma announced a series of new economic measures described as mechanisms to cope with "US
economic aggression." Public spending, he said, will be "rationalized" via a 10% to 15% reduction of
the government's wage bill. The president stated that public employees can expect salary reductions
in correspondence with the state's financial resources. Salary cuts, he said, will "begin with" top
officials, including the president, cabinet ministers, chief of the Panamanian Defense Forces, and
the joint chiefs of staff. Public employees, he added, will be compensated for the salary cutbacks
when the economic situation "normalizes." According to Solis Palma, by year-end the combined
effects of economic and financial sanctions imposed by the US and work stoppages organized by
Panamanian businesspersons will have produced a decline in GDP estimated at between $1.5 and
$2 billion, or up to 20% less than in 1987. The president said that the government has designed a
series of measures to more effectively control prices on basic goods. Next, some public employees
will be transferred to "more productive work," such as overseeing the availability of basic foodstuffs.
US Commerce Department sources cited by the New York Times (dated Aug. 25), predict that
Panama's GDP will drop by 10 to 15%, or $750 million. The official unemployment rate is currently
18%, compared to 10.2% at year-end 1986. Private economists say the actual rate is higher, 30%
or more, and perhaps 50%, if the severely underemployed are included. Dominado Ador Kaiser
Bazan, the senior partner in a large construction company and former president of the Contractor's
Association, estimated that spending on construction, which totaled $220.5 million in 1987, would
drop to $15.5 million in 1988. According to the US Commerce Department, Panamanian deposits
and outstanding credit have dropped to about $15 billion from $37 billion at the beginning of 1987.
Some foreign banks have closed their Panamanian operations, including Bankers Trust Company
of New York, and First Chicago Bank. Others are expected to follow. (Basic data from Prensa Latina,
09/02/88, 09/03/88; New York Times, 09/26/88)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 1

